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COMPTROLLER OF THE CURRENCY

Allocated transfer risk reserve; international operations regulation is the
subject of a notice of proposed rulemaking by the Comptroller of the
Currency (see the 12/22/83 Fed. Reg., pp. 56597-99). This proposal,
according to OCC, would require banking institutions to establish reserves
against the risks presented in certain international assets. In particular,
it is intended to require banks to recognize uniformly the risk and
diminished value of international assets which have not been serviced
over a protracted period of time. The special reserve in this proposal
would be established by the allocation of funds from current income.
Inter
national assets subject to the reserve may include loans or other extensions
of credit, debt securities, deposit arrangements, or similar claims. Ac
cording to the OCC, banking institutions, will be notified of the percentage
amount of reserve required for specified assets. The first year's required
reserve normally will be 10 percent of the principal amount of the asset,
but it may be higher or lower. Depending on the specific debt service
history of a particular country, OCC stated that the initial reserve may be
substantially higher than 10 percent. Comments are requested by 1/11/83.
For additional information contact Harold Schuler at 202/447-0413.
In a related matter, the Federal Deposit Insurance Corporation (FDIC)
has issued a proposed rule which would require banking institutions to esta
blish special reserves against the risks presented in certain international
assets (see the 12/23/83 Fed. R eg., pp. 56764-66).
In particular, this
proposal is intended to require banks to recognize uniformly the risk and
diminished value of international assets which have not been serviced over
a protracted period of time. The FDIC announced its intention to act expedi
tiously and wishes to have final regulations adopted by not later than 1/31/84
Accordingly, comments must be submitted on or before 1/11/84. For additional
information contact Edward Lutz at 202/289-4512.
DEFENSE, DEPARTMENT OF
Copies of the Department of Defense Federal Acquisition Regulation, Supplement,
may be obtained by placing orders with a U.S. Government Printing Office
Bookstore or the Superintendent of Documents, GPO, according to a recent
DOD release. This document, in conjunction with the FAR, will replace
the Defense Acquisition Regulation effective 4/1/84. The price is $66.00
domestic and $82.00 foreign for a subscription covering an indefinite
period. Existing subscribers to the Defense Acquisition Regulation (DAR)
will not automatically receive the DOD FAR Supplement. A new order for
the Supplement must be placed with the Government Printing Office. For
additional information contact the GPO at 202/783-3238. Orders should
cite DFARS, 008-000-90501-1.
FEDERAL HOME LOAN BANK BOARD
Regulations governing the accounting for gains and losses on the sale or
other disposition of certain assets was recently approved by the FHLBB (see
the 12/22/83 Fed. Reg., pp. 56582-73).
Section 563c.1 4 (a) of the Board's
Accounting Regulation for institutions whose accounts are insured by the
FSLIC allows insured institutions to defer and amortize gains and losses on
the sale or other disposition of mortgage-related loans and certain securities
The regulation required the institution's board of directors to make its
election or revoke prior elections regarding such deferral or amortization
at the board's first meeting of the fiscal year.
In order to provide greater
flexibility and to more effectively carry out the intended purpose of the
regulatory authorization, which is to assist institutions in the orderly
restructuring of their asset portfolios, the Board has amended the regulation
to allow elections and revocations of prior elections at other times during
the fiscal year. The rule is effective as of 12/22/83. For additional infor
mation contact Edward Taubert at 202/377-6484.

FEDERAL RESERVE BOARD

A policy statement on the examination treatment of international loans was
jointly issued in Washington, D.C., on 12/15/83, by the Comptroller of
the Currency, the Federal Deposit Insurance Corporation, and the Federal
Reserve Board. In the section dealing with reserve requirements, the
policy statement read: ’’The agencies believe responsibility for recognizing
and accounting for deterioration in the value of the bank's assets, in
cluding a deterioration due to transfer risk problems, rests, in the first
instance, with the management of the bank and its auditors." The statement
continued, "In this regard, the agencies encourage banks to continue to
bolster general reserve and capital positions against the risks involved
in international lending." In the section on designations applied to
credits adversely affected by transfer risk, a "value impaired" classifica
tion category applied when,"A country has protracted arrearages, as indicated
by one or more of the following: the country has not fully paid its interest
in six months; the country has not complied with IMF programs (and there is
no immediate prospect for compliance) ; the country has not met rescheduling
terms for over one year; or, the country shows no definite prospects for an
orderly restoration of debt service in the near future." Other categories
include definitions of "substandard" and "loss."
O FFIC E OF MANAGEMENT AND BUDGET

The comment period for the proposed revision of Circular A -122, "Cost Principles
for Nonprofit Organizations," has been extended to 1/18/84 (see the 12/21/83
Fed. R e g ., pp. 56463-64). The 11/3/83 proposal, which seeks to tighten up
current rules on the use of federal funds for lobbying and related activities,
would apply to federal contractors and grantees alike. Corresponding changes
would be made to the procurement regulations of the Defense Department, the
General Services Administration, and the NASA. For additional information
contact John Kendig at 202/697-6710.
TREASURY, DEPARTMENT OF
Temporary employment tax regulations under the Interest and Dividend Tax
Compliance Act of 1983; Backup Withholding, is the subject of temporary
regulations issued by the IRS (see the 12/20/83 Fed. Reg., pp. 56330-42).
The regulations provide additional guidance concerning the application of
backup withholding to payments subject to reporting under section 6041,
relating to rents, royalties, commissions, etc.; section 6041A(a), relating
to nonemployee compensation; section 6042, relating to dividends; section
6044, relating to patronage dividends; section 6045, relating to brokers
and barter exchanges; section 6049, relating to interest and original issue
discount, and; section 6050A, relating to certain fishing boat operators.
These temporary regulations are effective for payments made after 12/31/83.
For additional information contact Yerachmiel Weinstein at 202/566-3289.
Information returns of certain foreign owned corporations and related United
States persons are the subjects of a notice of proposed rulemaking by the
IRS (see the 12/19/83 Fed. Reg., pp. 56076-82) . The document contains
proposed amendments to the Income Tax Regulations (26 CFR Part 1) under
sections 6038 and 6038A of the Code. According to the IRS, these amendments
are proposed to conform the regulations to sections 338 and 339 of the Tax
Equity and Fiscal Responsibility Act of 1982. Section 6038 now requires
that certain information be reported by every U.S. person with respect to
any foreign corporation which such person controls.
Section 6038A now
requires that certain information be reported by every corporation that is
a foreign corporation engaged in a trade or business within the U.S. The
proposed regulations are intended to set forth the requirements for who
must report, the information required to be reported, the time and manner
for filing the information returns, and the penalties for failure to report
information. Comments are requested by 2/17/84. For additional information
contact David J. Dean at 202/566-3289.

-3Three matters relating to the proposed new tables for valuing future interest
for federal income, estate and gift tax purposes were announced by the IRS
on 12/22/83. The tables, which are based on a 10 percent assumed interest
rate and unisex mortality factors, were a part of the IRS proposed regulations
published in the 10/31/83 Federal Register, and were proposed to be effective
starting 12/1/83. In issuing News Release IR-83-158, the IRS said that if
the proposed regulations were to be changed, the final regulations would
provide relief to taxpayers adversely affected. Further, the IRS said that
it is continuing to study a provision in the regulations that would change the
interest rate from 6 to 10 percent for certain "make-up” distributions from
charitable remainder trusts created at the donor's death. Finally, the IRS
announced the completion of a supplemental joint-life table for charitable
annuity trusts and pooled income funds less than tree years old. For addi
tional information contact the IRS Public Affairs Division at 202/566-4024.
SPECIAL:

AICPA TO HOLD 11th ANNUAL NATIONAL CONFERENCE ON CURRENT SEC DEVELOPMENTS

The 11th Annual AICPA National Conference on Current SEC Developments, featuring
a keynote address by SEC Chairman John S.R. Shad, will be held in Washington,
D.C., 1/10-11/84 at the Capital Hilton Hotel. The two-day conference will
include sessions on current projects of the SEC's Office of Chief Accountant,
developments in accounting and auditing, small issuers and initial public
offerings, an overview of the SEC's Division of Corporate Finance, S-14
Proxy, disclosure requirements, and Rule 305, Article 11 and 8-K Acquisition
Disposition. Other distinguished speakers will include the Honorable Alfonse
M. D'Amato (R-NY) , Chairman of the Senate Banking Subcommittee on Securities;
John M. Fedders, Director of the SEC's Enforcement Division; and, A. Clarence
Sampson, Chief Accountant of the SEC. For additional information contact
the AICPA Meetings Department at 212/575-6451.

For additional information, please contact Gina Rosasoo, Nick Nichols,
or Kathee Baker at 202/872-8190.
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